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Profit for the quarter ended 30 September 2012 was $181m, a decrease of 10% compared with the same
period in 2011. Profit for the nine months ended 30 September 2012 was $604m, an increase of 6%
compared with the same period in 2011.

Profit attributable to common shareholders was $162m for the quarter ended 30 September 2012, a
decrease of 11% compared with the same period in 2011. Profit attributable to common sharehol ders was
$550m for the nine months ended 30 September 2012, an increase of 7% compared with the same period
in 2011.

Return on average common equity was 15.8% for the quarter ended 30 September 2012 and 18.0% for the
nine months ended 30 September 2012 compared with 18.9% for the same periodsin 2011.

The cost efficiency ratio improved to 44.8% for the quarter ended 30 September 2012 and 46.8% for the
nine months ended 30 September 2012 compared with 48.7% and 51.1% respectively for the same
periodsin 2011.

Total assets were $84.5bn at 30 September 2012 compared with $80.7bn at 30 September 2011.

Total assets under administration decreased to $19bn at 30 September 2012 from $30bn at 30 September
2011 primarily due to the sale of the bank’ s full service retail brokerage business. Excluding the impact of
this sale, total assets under administration increased by $2.5bn from 30 September 2011.

Tier 1 capital ratio was 13.5% and the total capital ratio was 15.8% at 30 September 2012 compared with
13.4% and 16.0% respectively at 31 December 2011.
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HSBC Bank Canada

Corporate Profile

HSBC Bank Canada, a subsidiary of HSBC Holdings plc, is the leading international bank in
Canada. With around 6,900 offices in over 80 countries and territories and assets of US$2,721bn at
30 September 2012, the HSBC Group is one of the world' s largest banking and financial services
organizations.
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Toronto (English) (416) 868-3878 Tel:  1(800) 564-6253 Chris Young (604) 642-4389
Toronto (French) (416) 868-8282 Fax: 1(866)249-7775 Harry Krentz (604) 641-1013
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www.hsbc.ca

OTHER AVAILABLE INFORMATION:
The bank’s continuous disclosure materials,
including interim and annual filings, are
available on the bank’ s website and on the
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Caution regarding forward-looking financial statements

This document may contain forward-looking information, including statements regarding the business and anticipated actions
of HSBC Bank Canada. These statements can be identified by the fact that they do not pertain strictly to historical or current
facts. Forward-looking statements often include words such as "anticipates,” "estimates,” "expects," "projects,” "i

intends,"
"plans,”" "believes," and words and terms of similar substance in connection with discussions of future operating or financia
performance. These statements are subject to a number of risks and uncertainties that may cause actual results to differ
materially from those contemplated by the forward-looking statements. Some of the factors that could cause such differences
include legidative or regulatory developments, technological change, global capital market activity, changes in government
monetary and economic policies, changes in prevailing interest rates, inflation levels and general economic conditions in
geographic areas where HSBC Bank Canada operates. Canada is an extremely competitive banking environment and
pressures on the bank’s net interest margin may arise from actions taken by individual banks or other financia institutions
acting alone. Varying economic conditions may also affect equity and foreign exchange markets, which could also have an
impact on the bank’s revenues. The factors disclosed above are not exhaustive and there could be other uncertainties and
potential risk factors not considered here which may impact the bank’s results and financial condition. Any forward-looking
statements speak only as of the date of this document. The bank undertakes no obligation to, and expressly disclaims any
obligation to, update or ater our forward-looking statements, whether as a result of new information, subsequent events or
otherwise, except as required by law.
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Management’s Discussion and Analysis

Financial Highlights

(in $ millions, except where otherwise stated) Quarter ended Nine months ended
30 September 30 September 30June 30 September 30 September
2012 2011 2012 2012 2011
For the period ($m)
Profit before income tax eXPENSE..........ccccveeeirnnnecceee s 246 274 279 817 771
Net operating income before |oan impairment charges and other credit
FISK PrOVISIONS......veveeieirereeteeesenesesteseseesessssesssesesessesssesssessssesesssesssnsnsanns 572 653 614 1,867 1,860
Profit attributable to common shareholders............ocovecceccninnincnene, 162 182 186 550 515
At period-end ($m)
Shareholders’ EQUILY .......coureeurimrereieeerieeereeie st 5,118 4,933 5,080
Coretier 1 Capital @ ... 3,798 3,497 3,737
Risk Weighted assetS @ ........oo.ovveveeeeeeeeeieeeeeeeseees e 36,818 34,786 35,637
Loan and advances to customers (net of impairment allowances)........... 46,309 43,697 46,126
CUSLOIMEY GCCOUNLES ....ceeevetieieiresee ettt neenenas 47,713 45,500 47,097
Capital ratios (%)
THEN L0 D ettt sss e 135 134 138
Total capital ratio® ... 15.8 16.1 16.1
Coretier 1 capital ratio 10.3 10.1 105
Performanceratios (%) @
Return on average Common EQUILY ..........cccerererueueerinesisesieieseseseseseenen: 15.8 18.9 184 18.0 18.9
Post-tax return on average total assets............. 0.77 0.87 0.88 0.89 0.84
Post-tax return on average risk weighted assets ..........cccocevnnnnenccneees 18 21 21 2.0 2.0
Credit coverageratios (%)
Loan impairment charges as a percentage of total operating income...... 124 9.6 9.6 95 7.6
Loan impairment charges as a percentage of average gross customer
advanCes and aCCEPLANCES........cccrrrrurerreirerr et 0.6 0.5 05 05 0.4
Total impairment allowances outstanding as a percentage of
impaired loans and acceptances at the period end.............cccceeevirieenes 62.8 71.8 70.7 62.8 718
Efficiency and revenue mix ratios (%) @
COSt EffICIENCY FALHO .....cvieeeeeeeiriree e 44.8 48.7 45.0 46.8 51.1
Adjusted cost effiCIENCY Fali0 .......corveveererirrieeeeres s 44.1 50.4 448 46.2 515
As a percentage of total operating income:
- NEL INEENESE INCOME ...ttt 62.4 59.9 60.6 60.3 62.5
= NELTERINCOIME ...ttt 274 24.8 239 239 26.2
- NELrading INCOME.......cuiuiuiririiriri et 8.4 7.0 7.7 7.2 6.4
Financial ratios (%) @
Ratio of customer advances to customer aCCOUNtS..........c.coeerrererereceneees 97.1 96.0 97.9
Average total shareholders’ equity to average total assets.........ccccceeeneee. 6.0 5.7 59
Total assetsunder administration (M) ......cccceeevrrrnecrceennnees
Funds under management @ ............cco..ooevvveeveeveeseeeee e 18,097 28,927 17,339
CUStOTial BCCOUNLS......c.cvreeeieieiririete ettt 854 1,033 949
Total assets under adMiNiStration............cocoereereeeeenennneesees e, 18,951 29,960 18,288

1 Calculated using guidelines issued by the Office of the Superintendent of Financial Institutions Canada (“ OSFI”) in accordance with the

Basel |1 capital adequacy framework.

2 These are non-IFRS amounts or non-IFRS measures. Please refer to the discussion outlining the use of non-IFRS measures in the “ Basis of

preparation of financial information” section of this document.

3 The comparative figure for the quarter ended 30 September 2011 includes funds managed in the full service retail brokerage business which

was sold on 1 January 2012 of $13.5bn.
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Management’s Discussion and AnalysiS (continued)

Basis of preparation of financial information

HSBC Bank Canada (“the bank”, “we", “our”) is an indirectly wholly owned subsidiary of HSBC Holdings plc (“HSBC
Holdings”). Throughout the Management’ s Discussion and Analysis (“MD&A"), the HSBC Holdings Group is defined as the
“HSBC Group” or the “Group”. The MD&A for the bank for the third quarter of 2012 is dated 6 November 2012.

We prepare our unaudited consolidated financial statements in accordance with International Financial Reporting Standards
(“IFRS"). The information in this MD&A is derived from our unaudited consolidated financial statements or from the
information used to prepare them. The abbreviations "$m" and "$bn" represent millions and billions of Canadian dollars,
respectively. All tabular amounts are in millions of dollars except where otherwise stated.

The bank uses both IFRS and certain non-IFRS financial measures to assess performance. Securities regulators require that
companies caution readers that earnings and other measures that have been adjusted to a basis other than IFRS do not have a
standardized meaning under IFRS and are therefore unlikely to be comparable to similar measures used by other companies.
The following outlines various non-1FRS measures that are regularly monitored by management:

—  Return on average common equity — Profit attributable to common shareholders on an annualized basis divided by
average common equity, which is calculated using month-end balances of common equity for the period.

—  Post-tax return on average assets — Profit attributable to common shareholders on an annualized basis divided by
average assets, which is calculated using average daily balances for the period.

—  Post-tax return on average risk weighted assets — Profit attributable to common shareholders on an annualized basis
divided by the average monthly balances of risk weighted assets for the period. Risk weighted assets are cal culated using
guidelines issued by OSFI in accordance with the Basel |1 capital adequacy framework.

—  Cost efficiency ratio — Calculated as total operating expenses for the period divided by net operating income before loan
impairment charges and other credit risk provisions for the period.

— Adjusted cost efficiency ratio — Cost efficiency ratio adjusted to exclude gains and losses from financial instruments
designated at fair value from net operating income before loan impairment charges.

—  Net interest income, net fee income and net trading income as a percentage of total operating income — Net interest
income, net fee income and net trading income for the period divided by net operating income before loan impairment
charges and other credit risk provisions for the period.

- Ratio of customer advances to customer accounts — Loans and advances to customers divided by customer accounts,
using period-end balances.

—  Average total shareholders' equity to average total assets — average shareholders’ equity is calculated using month-end
balances of total shareholders' equity for the period and average total assets are calculated using average daily balances
for the period.

—  Coretier 1 capital — Tier 1 capital less non-controlling interests and preferred shares.

—  Coretier 1 capital ratio— Coretier 1 capital as a percentage of risk-weighted assets.
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Management’s Discussion and AnalysiS (continued)

Overview

HSBC Bank Canada recorded profit of $181m for the third quarter of 2012, a decrease of $20m, or 10%, compared with
$201m for the third quarter of 2011, and a decrease of $22m, or 11%, compared with the second quarter of 2012. Profit for
the nine months ended 30 September 2012 was $604m, an increase of $35m, or 6%, compared with the nine months ended 30
September 2011. Profit attributable to common shareholders was $162m for the third quarter of 2012, a decrease of $20m, or
11%, compared with $182m for the third quarter of 2011, and a decrease of $24m, or 13%, compared with the second quarter
of 2012. Profit attributable to common shareholders for the nine months ended 30 September 2012 was $550m, an increase of
$35m, or 7%, compared with the nine months ended 30 September 2011.

The decrease in profit this quarter compared with the same quarter last year and the prior quarter is primarily due to
continued pressure on net interest margin in a prolonged low interest rate environment. The decrease is partialy offset by
reduced operating expenses. The increase in profit for the nine months ended 30 September 2012 compared with the same
period in 2011 was primarily due to revenue growth in the Globa Banking and Markets business of 10% and Commercial
Banking business of 5% as well as reduced operating expenses as a result of the wind-down of the bank’s consumer finance
business, the sale of the full service retail brokerage business and cost reduction efforts.

Commenting on the results, Lindsay Gordon, President and Chief Executive Officer of HSBC Bank Canada, said:
“The bank’s results year-to-date continue to show solid progress. We have refocused the bank around our core businesses

while improving the efficiency of our operations. Our initiatives have created a strong platform to deliver on our strategic
objective of being the leading international bank in Canada and to ensure we continue to meet our customers' needs.”

Analysis of Consolidated Financial Results for the Third Quarter 2012

Net interest income for the third quarter of 2012 was $357m, a decrease of $34m, or 9%, compared with the third quarter of
2011, and a decrease of $15m, or 4%, compared with the second quarter of 2012. Net interest income was $1,127m for the
nine months ended 30 September 2012, a decrease of $36m, or 3%, compared with the nine months ended 30 September
2011. The decrease is due to continued pressure on net interest margin in a prolonged low interest rate environment.

Net fee income for the third quarter of 2012 was $157m, a decrease of $5m, or 3%, compared with the third quarter of 2011,
and an increase of $10m, or 7%, compared with the second quarter of 2012. Net fee income was $447m for the nine months
ended 30 September 2012, a decrease of $40m, or 8%, compared with the nine months ended 30 September 2011. The sale of
the full service retail brokerage business resulted in reductions in fees from funds under management and brokerage
commissions in 2012. Excluding 2011 fees from the full service retail brokerage business, net fee income increased by $19m
and $31m compared with the third quarter and year-to-date period of 2011 respectively, resulting from increases in fees from
credit facilities and the Immigrant Investor Program as a result of an increase in volume. The increase compared with the prior
quarter is mainly due to higher fees from credit facilities and corporate finance.
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Management’s Discussion and AnalysiS (continued)

The components of net fee income are as follows:

Quarter ended Nine months ended
30 September 30 September 30June 30 September 30 September
2012 2011 2012 2012 2011
$m $m $m $m $m
Credit faCilities. ..o 62 51 58 176 158
Funds under management ............cooveeeeerneeeeesenenesseeeenenens 32 41 32 93 123
Account SErvices................ 22 21 23 66 63
Brokerage commissions 3 13 5 12 52
Credit cards........ccocovevrerennee 14 13 13 40 37
Corporate fiNANCE........ccvuiirrieiceieieerr e 12 12 5 25 31
TNSUFBINCE ...ttt 5 6 5 15 17
REMITLANCES ... 8 7 8 23 18
Trade finance iMPOrt/EXPOrt .........coveeiceeeenneccereeeenes 3 3 2 8 9
TrUSEEE FEES ...t 1 2 1 3 4
Immigrant INVestor Program............cocvveeeenennneesienesenenes 6 7 8 29 20
OLNEN ...ttt 7 7 8 21 17
FEEINCOME ..ottt 175 183 168 511 549
L eSS fEE BXPENSE. ...ttt (18) (21) (21) (64) (62)
NEL FEEINCOME ... 157 162 147 447 487

Net trading income for the third quarter of 2012 was $48m, which marginally increased compared with both the third quarter
of 2011 and the second quarter of 2012. Net trading income was $135m for the nine months ended 30 September 2012, an
increase of $16m, or 13%, compared with the nine months ended 30 September 2011. The year-to-date increase is due to
improved trading performance in rates products, reduced volume of derivatives used to manage foreign currency denominated
deposits resulting in lower carrying costs and positive hedge ineffectiveness, partially offset by the adverse impact of
narrowing credit spreads on the carrying value of our own debt instruments classified as trading.

Net gain/(loss) from financial instruments designated at fair value for the third quarter of 2012 was a net loss of $8m,
compared with a gain of $22m in the third quarter of 2011, and a loss of $2m compared with the second quarter of 2012.
Y ear-to-date, the net loss from financial instruments designated at fair value was $24m, compared with a net gain of $16m for
the same period in 2011. The bank designates certain subordinated debentures and other liabilities to be recorded at fair value.
Gains and losses are largely as a result of the widening or narrowing of credit spreads decreasing or increasing the fair value
of these liabilities, respectively.

Gains less losses from financial investments for the third quarter of 2012 were $3m, a decrease of $17m and $25m
respectively compared with the third quarter of 2011 and second quarter of 2012. Net gains from the sale of financial
investments were $48m for the nine months ended 30 September 2012, an increase of $8m, or 20%, compared with the nine
months ended 30 September 2011. The decrease in gains less losses from financial investments compared with the same
quarter last year and compared with the previous quarter is due to reduced gains on the disposal of available-for-sale financia
investments. On a year-to-date basis, gains less losses from financial investments increased due to higher gains on the disposal
of available-for-sale financia investments.

Other operating income for the third quarter of 2012 was $15m, an increase of $3m, or 25%, compared with the third quarter
of 2011, and a decrease of $7m, or 32%, compared with the second quarter of 2012. Other operating income was $50m for the
nine months ended 30 September 2012, an increase of $15m, or 43%, compared with the nine months ended 30 September
2011. The second quarter of 2012 included a $6m recovery of investment property taxes. Included in other operating income
for the nine months ended 30 September 2011 is a $17m charge resulting from the decline in fair value of investment
property.

Gain on the sale of the full service retail brokerage business. The sale of the full service retail brokerage business closed on
1 January 2012 and resulted in a gain of $84m, net of assets written off and directly related costs.
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Management’s Discussion and AnalysiS (continued)

Loan impairment charges and other credit risk provisions for the third quarter of 2012 were $71m, an increase of $8m, or
13%, compared with the third quarter of 2011, and an increase of $12m, or 20%, compared with the second quarter of 2012.
Loan impairment charges and other credit risk provisions were $178m for the nine months ended 30 September 2012, an
increase of $35m, or 24%, compared with the nine months ended 30 September 2011. The increases are primarily due to
higher specific provisions notably in the energy sector in the second quarter of 2012 and in the real estate sector in the third
quarter of 2012 as well as higher collective provisionsin the bank’ s consumer finance business.

Total operating expenses (excluding restructuring charges) for the third quarter of 2012 were $256m, a decrease of $62m, or
19%, compared with the third quarter of 2011, and a decrease of $20m, or 7%, compared with the second quarter of 2012.
Total operating expenses were $838m for the nine months ended 30 September 2012, a decrease of $112m, or 12%, compared
with the nine months ended 30 September 2011. The decrease in total operating expenses is due to cost reductions relating to
the sale of the full service retail brokerage business ($79m) and wind-down of the bank’s consumer finance business ($47m)
in the nine months ended 30 September 2012. Additionally, as a result of cost management initiatives, employee
compensation and benefits as well as activities and expenses related to the delivery of technology services to HSBC Group
companies were reduced. The reduction is partially offset by a $47m recovery of fees from an HSBC affiliate in the nine
months ended 30 September 2011.

Restructuring charges of $36m were recognized in the first quarter of 2012 mainly relating to the wind-down of the bank’s
consumer finance business.

Income tax expense. The effective tax rate in the third quarter of 2012 was 26.4%, compared with 26.6% in the third quarter
of 2011 and 27.2% in the second quarter of 2012. The effective tax rate was 26.1% for the nine months ended 30 September
2012, compared with 26.2% for the nine months ended 30 September 2011. The decrease in the third quarter of 2012
compared with the prior quarter was due to additional income from international business activities that are subject to a lower
tax rate.

Statement of Financial Position

Total assets at 30 September 2012 were $84.5bn, an increase of $4.4bn from $80.1bn at 31 December 2011, mainly due to
increases of $2.4bn in financial investments, $2bn in trading assets, $2bn in loans and advances to customers and $1bn in
acceptances offset by a decrease in loans and advances to banks of $2.9bn. The increase in trading assets is driven by higher
activity and holdingsin our rates and credit products at 30 September 2012. L oans and advances to banks decreased by $2.9bn
and loans and advances to customers increased by $2bn mainly as a result of a decrease and an increase respectively in reverse
repurchase agreements. Excluding the movement in reverse repurchase agreements, loans and advances to banks and loans
and advances to customers decreased by $0.8bn and $0.5bn respectively.

Liquid assets which include high grade financial investments and reverse repurchase agreements, increased to $25.8bn at 30
September 2012, compared to $23.1bn at 31 December 2011.

Total customer accounts at 30 September 2012 were $47.7bn, an increase of $1.1bn from $46.6bn at 31 December 2011,
mainly due to increases in repurchase agreements, commercia notice and current accounts, partially offset by decreases in
commercia fixed date and personal notice deposits. Debt securities in issue at 30 September 2012 were $14.1bn from, an
increase of $0.8bn from $13.3bn at 31 December 2011, primarily due to additional funding through the net issuance of $1.2bn
in medium term notes, partially offset by reduced mortgage securitization funding of $0.3bn.

Total assets under administration

Total assets under administration were $19bn at 30 September 2012, a decrease of $8.4bn from $27.4bn at 31 December 2011,
primarily due to sale of the bank’s full service retail brokerage business. Excluding the full service retail brokerage business
funds under management, total assets under administration increased by $2.2bn compared with 31 December 2011.
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Management’s Discussion and AnalysiS (continued)

Analysis of Consolidated Financial Results for the Third Quarter 2012 by Customer Groups

Retail Banking and Wealth M anagement

Quarter ended Nine months ended

30 September 30 September 30June 30 September 30 September

2012 2011 2012 2012 2011

$m $m $m $m $m

NEL INtEreSt INCOME ... 85 100 92 282 301

NEL FEEINCOIME ... 42 62 44 128 198

Net trading iNCOME.......c.ccuiueieiriririe e 3 6 3 9 16

Other operating iNCOME...........ccuririrerireeeeiesree et 3 2 3 8 6

Gain on the sale of the full service retail brokerage business... - — — 76 -
Net operating income before loan impairment charges and

other credit risk ProvViSionS.........coeveeeveeeeeeeeeeeseeeeve s 133 170 142 503 521

Loan impairment charges and other credit risk provisions....... (7) (7) (7) (20) (13)

Net operating iNCOME...........cceririririeieerereris e 126 163 135 483 508

Total operating expenses (excluding restructuring charges) ..... (112) (144) (128) (367) (427)

Restructuring Charges...........ccocvreririreninenineeesesesses e - — — (2) -

Profit before income tax eXpense...........coveeerrerereeeninenineenenes 14 19 7 114 81

Overview

Profit before income tax expense for the third quarter of 2012 was $14m, a decrease of $5m compared with third quarter of
2011, and an increase of $7m compared with the second quarter of 2012. On a year-to-date basis, profit before income tax
expense was $114m, an increase of $33m compared with the same period in 2011. Profit before income tax expense for the
nine months ended 30 September 2012 included a $76m gain on the sale of the full service retail brokerage business and
restructuring charges of $2m. Profit before income tax expense for the comparative period last year included a $28m recovery
of fees from an HSBC &ffiliate partially offset by a $7m write-off of internally developed software costs. Excluding the effect
of these items, profit before income tax expense for the nine months ended 30 September 2012 was $40m, a decrease of $20m
compared with the same period in 2011 mainly due to continued pressure on net interest margin in a prolonged low interest
rate environment.

Financial performance

Net interest income for the third quarter of 2012 was $85m, a decrease of $15m, or 15%, compared with the third quarter of
2011, and a decrease of $7m, or 8%, compared with the second quarter of 2012. Net interest income was $282m for the nine
months ended 30 September 2012, a decrease of $19m, or 6%, compared with the nine months ended 30 September 2011. The
decrease is due to continued pressure on net interest margin in a prolonged low interest rate environment.

Net fee income for the third quarter of 2012 was $42m, a decrease of $20m, or 32%, compared with the third quarter of 2011,
and dlightly lower compared with the second quarter of 2012. Net fee income was $128m for the nine months ended 30
September 2012, a decrease of $70m compared with the nine months ended 30 September 2011. Net fee income decreased
compared with the prior year due to the sale of the full service retail brokerage business. Excluding the reduction of fee
income relating to the full service retail brokerage, net fee income remained unchanged compared with the third quarter of
2011 and increased by $3m compared with the nine months ended 30 September 2011, primarily due to higher net fee income
from our Wealth Management business' Immigrant Investor Program as a result of an increase in volume and net fee income
related to funds under management, partially offset by lower brokerage commission fees due to reduced trading activity.

Net trading income for the third quarter of 2012 was $3m, a decrease of $3m compared with the third quarter of 2011 and
unchanged compared with the second quarter of 2012. Net trading income was $9m for the nine months ended 30 September
2012, adecrease of $7m compared with the nine months ended 30 September 2011 due to lower foreign exchange revenue.
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Management’s Discussion and AnalysiS (continued)

Loan impairment charges and other credit risk provisions for the third quarter of 2012 were $7m, unchanged compared with
the third quarter of 2011 and compared with the second quarter of 2012. Loan impairment charges and other credit risk
provisions were $20m for the nine months ended 30 September 2012, an increase of $7m compared with the nine months
ended 30 September 2011. The year-to-date increase is due to higher specific provisions in 2012 and the effect of a $4m
release of collective impairment provisionsin the prior year.

Total operating expenses (excluding restructuring charges) for the third quarter of 2012 were $112m, a decrease of $32m, or
22%, compared with the third quarter of 2011, and a decrease of $16m, or 13%, compared with the second quarter of 2012.
Total operating expenses (excluding restructuring charges) were $367m for the nine months ended 30 September 2012, a
decrease of $60m, or 14%, compared with the nine months ended 30 September 2011. Total operating expenses for the nine
months ended 30 September 2011 included a $28m recovery of fees from an HSBC affiliate while year-to-date 2012 expenses
were lower due to the sale of the full service retail brokerage business and cost reduction efforts.

Commercial Banking

Quarter ended Nine months ended
30 September 30 September 30June 30 September 30 September
2012 2011 2012 2012 2011
$m $m $m $m $m
Net iNtErest INCOME........cvvvviriiiciecieieees e, 175 188 177 532 538
NEL FEEINCOME ...t 78 66 72 221 202
Net trading income..........ccovceuernennnene. 9 7 8 25 19
Other operating income/(expense) @ 3 3 7 15 (5)
Net operating income before loan impairment charges and
other credit risk ProviSions.........cccceveeeeceeeeseceieeeceeeevenn, 265 264 264 793 754
Loan impairment charges and other credit risk provisions........ (36) (32) (26) (73) (55)
Net Operating iNCOME..........ccoiriereuiirreeieieee e 229 232 238 720 699
Total operating expenses ...........oocvevveevveeeeeeees e, (85) (98) (89) (270) (282)
Operating profit.........ccocveeeene 144 134 149 450 417
Share of profit in associates 1 2 — 2 4
Profit before income tax expense..........coceeerrrceeennisesenens 145 136 149 452 421
1 Comparative data has been reclassified to conform with current presentation. Refer to note 11 on the Financial Statements for additional
information.
Overview

Profit before income tax expense was $145m for the third quarter of 2012, an increase of $9m, compared with the third
quarter of 2011, and a decrease of $4m compared with the second quarter of 2012. Profit before income tax expense was
$452m for the nine months ended 30 September 2012, an increase of $31m compared with the nine months ended 30
September 2011. Profit before income tax expense increased compared with the same quarter last year due to reduced
operating expenses as a result of cost reduction efforts, partially offset by higher specific impairment provisions. Profit before
income tax expense decreased compared with the prior quarter due to higher specific impairment provisions, partially offset
by reduced operating expenses as a result of cost reduction efforts. On a year-to-date basis, profit before income tax expense
increased due to higher net fee income from credit facilities, higher net operating income due to a $17m charge resulting from
the decline in fair value of investment property in 2011, reduced operating expenses as a result of cost reduction efforts,
partially offset by higher specific impairment provisions.

Financial performance
Net interest income for the third quarter of 2012 was $175m, a decrease of $13m, or 7%, compared with the third quarter of
2011, and dlightly lower compared with the second quarter of 2012. Net interest income was $532m for the nine months

ended 30 September 2012, a decrease of $6m compared with the nine months ended 30 September 2011. The decreases are
due to continued pressure on net interest margin in a prolonged low interest rate environment.
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Management’s Discussion and AnalysiS (continued)

Net fee income for the third quarter of 2012 was $78m, an increase of $12m, or 18%, compared with the third quarter of 2011,
and an increase of $6m, or 8%, compared with the second quarter of 2012. Net fee income was $221m for the nine months
ended 30 September 2012, an increase of $19m, or 9%, compared with the nine months ended 30 September 2011. The
increases in net fee income are mainly due to higher fees from credit facilities driven by increased customer activity in
banker’ s acceptances, standby credits and guarantee fees.

Net trading income for the third quarter of 2012 was $9m, slightly higher compared with the third quarter of 2011 and
compared with the second quarter of 2012. Net trading income was $25m for the nine months ended 30 September 2012, an
increase of $6m, or 32%, compared with the nine months ended 30 September 2011. The increase in net trading income is due
to an increase in customer foreign exchange transactions.

Other operating income/(expense) for the third quarter of 2012 was $3m, unchanged compared with the third quarter of 2011,
and a decrease of $4m compared with the second quarter of 2012. Other operating income was $15m for the nine months
ended 30 September 2012, an increase of $20m compared with the nine months ended 30 September 2011. The second quarter
of 2012 included a $6m recovery of investment property taxes. Included in other operating expense for the nine months ended
30 September 2011 is a $17m charge resulting from the decline in fair value of investment property.

Loan impairment charges and other credit risk provisions for the third quarter of 2012 were $36m, an increase of $4m, or
13%, compared with the third quarter of 2011, and an increase of $10m, or 38%, compared with the second quarter of 2012.
Loan impairment charges and other credit risk provisions were $73m for the nine months ended 30 September 2012, an
increase of $18m, or 33%, compared with the nine months ended 30 September 2011. The increase in loan impairment
charges and other risk provisions are due to higher specific provisions notably in the energy sector in the second quarter of
2012 and in the real estate sector in the third quarter of 2012.

Total operating expenses for the third quarter of 2012 were $85m, a decrease of $13m, or 13%, compared with the third
quarter of 2011, and a decrease of $4m, or 4%, compared with the second quarter of 2012. Total operating expenses were
$270m for the nine months ended 30 September 2012, a decrease of $12m, or 4% compared with the nine months ended 30
September 2011. The decreases are as a result of cost reduction efforts partially offset by a $18m recovery of fees from an
HSBC éffiliate in the nine months ended 30 September 2011.

Global Banking and Markets

Quarter ended Nine months ended
30 September 30 September 30June 30 September 30 September
2012 2011 2012 2012 2011
$m $m $m $m $m
NEt INtEreSt INCOME ...ttt 41 38 40 127 127
NEL FERINCOME ... 25 23 19 63 56
Net trading INCOME........coruiiriieirerrie e 28 29 28 78 73
Gains lesslosses from financial investments..........c.coccvvvvnene. 3 17 28 48 37
Other operating iNCOME...........oucueirireririeeeereree e - - 2 1 2
Gain on the sale of the full service retail brokerage business... — - - 8 —
Net Operating iNCOME..........cceuiiiriiiceeree e 97 107 117 325 295
Total Operating EXPENSES.......cocovrvreereirerrreerereereresie e seseeseseaens (27) (32) (33) (85) (88)
Profit before income tax eXPenSse..........ccoceerrrneireececeereeennn, 70 75 84 240 207

Overview

Profit before income tax expense was $70m for the third quarter of 2012, a decrease of $5m compared with the third quarter
of 2011 and a decrease of $14m compared with the second quarter of 2012. Profit before income tax expense was $240m in
the nine months ended 30 September 2012, an increase of $33m compared with the nine months ended 30 September 2011.
The decrease in profit before income tax expense compared with the same quarter last year and compared with the prior
quarter is due to reduced gains on the disposal of available-for-sale financial investments, partially offset by reduced operating
expenses as aresult of cost reduction efforts. The increase in profit before income tax expense compared with the nine months
ending 30 September 2011 is due to higher gains on the disposal of available-for-sale financial investments, the gain on the
sale of the full service brokerage business, improved net fee income driven by higher debt underwriting and derivative sales
fees and higher net trading income driven by improved trading performance in rates products.
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Management’s Discussion and AnalysiS (continued)

Financial performance

Net interest income for the third quarter of 2012 was $41m, an increase of $3m, or 8%, compared with the third quarter of
2011, and an increase of $1m, or 3%, compared with the second quarter of 2012. Net interest income was $127m for the nine
months ended 30 September 2012, unchanged compared with the nine months ended 30 September 2011.

Net fee income for the third quarter of 2012 was $25m, an increase of $2m, or 9%, compared with the third quarter of 2011
and an increase of $6m, or 32% compared with the second quarter of 2012. Net fee income was $63m, an increase of $7m, or
13%, compared with the nine months ended 30 September 2011. The increase was driven by higher debt underwriting and
derivative sales fees.

Net trading income for the third quarter of 2012 was $28m, marginally lower compared with the third quarter of 2011 and
unchanged compared with the second quarter of 2012. Net trading income was $78m for the nine months ended 30 September
2012, an increase of $5m, or 7%, compared with the nine months ended 30 September 2011. The year-to-date increase is due
to improved trading performance in rates products, reduced volume of derivatives used to manage foreign currency
denominated deposits resulting in lower carrying costs and positive hedge ineffectiveness, partially offset by the adverse
impact of narrowing credit spreads on the carrying value of our own debt instruments classified as trading.

Gains less losses from financial investments for the third quarter of 2012 was $3m, a decrease of $14m and $25m
respectively compared with the third quarter of 2011 and second quarter of 2012. Net gains from financial investments was
$48m for the nine months ended 30 September 2012, an increase of $11m, or 30%, compared with the nine months ended 30
September 2011. The decrease in gains less losses from financia investments compared with the same quarter last year and
compared with the previous quarter is due to reduced gains on the disposal of available-for-sale financial investments. On a
year-to-date basis, gains less losses from financia investments increased due to higher gains on the disposal of available-for-
sale financial investments.

Total operating expenses for the third quarter of 2012 were $27m, a decrease of $5m, or 16%, compared with the third
quarter of 2011, and a decrease of $6m, or 18% compared with the second quarter of 2012. Total operating expenses were
$85m for the nine months ended 30 September 2012, a decrease of $3m, or 3%, compared with the nine months ended 30
September 2011. The decreaseis as aresult of cost reduction efforts.

Consumer Finance

Quarter ended Nine months ended

30 September 30 September 30June 30 September 30 September

2012 2011 2012 2012 2011

$m $m $m $m $m

NEt INtEreSt INCOME........cveiiirieeeecer e 64 69 72 209 208

NEL FEEINCOME ... 12 11 12 35 31

Gains less losses from financia investments.... - 3 - - 3

Other 0perating iNCOME.......c.ccuruiriririiececieieeerees e, 1 3 — 3 5
Net operating income before loan impairment charges and

other credit fisk ProviSionS ..........coveeeveveereeeeeesceree e, 77 86 84 247 247

Loan impairment charges and other credit risk provisions........ (28) (24) (26) (85) (75)

Net 0perating iNCOME ...t 49 62 58 162 172

Total operating expenses (excluding restructuring charges) ..... (21) (42) (22) (81) (128)

Restructuring Charges...........ovueueueennniseeensseeeeseses e - — — (34) -

Profit before income tax eXpense..........cevevvreeeeeereresesesienenns 28 21 36 47 44
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HSBC Bank Canada

Management’s Discussion and AnalysiS (continued)

Overview

In March 2012, HSBC Financial Corporation Limited announced the wind-down of the consumer finance business in Canada
and, except for existing commitments, ceased origination of loans. Accordingly, $34m in restructuring costs were incurred in
the first quarter of 2012 relating to employee severance, pension curtailment and changes in benefits plans, uneconomic
contracts, onerous leases and impairment of fixed assets including leasehold improvements.

Profit before income tax expense was $28m for the third quarter of 2012, an increase of $7m compared with the third quarter
of 2011, and a decrease of $8m compared with the second quarter of 2012. Profit before income tax expense was $47m for the
nine months ended 30 September 2012, an increase of $3m compared with the nine months ended 30 September 2011.

Profit before income tax expense increased compared with the same quarter last year mainly as a result of lower operating
expenses driven by reduced staff, infrastructure charges and other overhead expenses, partialy offset by lower net interest
income on declining customer loan balances. Profit before income tax expense decreased compared with the prior quarter
mainly due to lower net interest income on declining customer loan balances. Excluding the restructuring costs, profit before
income tax expense was $81m for the nine months ended 30 September 2012, an increase of $37m compared with the same
period last year. The increase is mainly as aresult of lower operating expenses driven by reduced staff, infrastructure charges
and other overhead expenses, which is partially offset by an increase in loan impairment charges.

Financial performance

Net interest income for the third quarter of 2012 was $64m, a decrease of $5m, or 7%, compared with the third quarter of
2011, and a decrease of $8m, or 11%, compared with the second quarter of 2012. The decrease in net interest income is
mainly due to declining customer loan balances as a result of the wind-down of the business. Net interest income was $209m
for the nine months ended 30 September 2012, little changed compared with the nine months ended 30 September 2011.

Net fee income for the third quarter of 2012 was $12m, slightly higher compared with the third quarter of 2011 and
unchanged compared with the second quarter of 2012. Net fee income was $35m for the nine months ended 30 September
2012, an increase of $4m, or 13%, compared with the nine months ended 30 September 2011. The increase in net fee income
is due to lower guarantee fees paid as aresult of decreased medium term financing.

Loan impairment charges and other credit risk provisions for the third quarter of 2012 were $28m, an increase of $4m, or
17%, compared with the third quarter of 2011, and an increase of $2m, or 8%, compared with the second quarter of 2012.
Loan impairment charges and other credit risk provisions were $85m for the nine months ended 30 September 2012, an
increase of $10m, or 13%, compared with the nine months ended 30 September 2011. The increase compared with 2011 was
due to an upward adjustment in collective provisions driven by heightened risk profiles expected as a result of the wind-down.

Total operating expenses (excluding restructuring charges) for the third quarter of 2012 were $21m, a decrease of $20m, or
49%, compared with the third quarter of 2011, and marginaly lower compared with the second quarter of 2012. Tota
operating expenses (excluding restructuring charges) were $81m for the nine months ended 30 September 2012, a decrease of
$47m, or 37%, compared with the nine months ended 30 September 2011. The decrease in total operating expenses is due to
reduced staff, infrastructure charges and other overhead expenses as a result of the wind-down of the business.
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Management’s Discussion and AnalysiS (continued)

Other
Quarter ended Nine months ended
30 September 30 September 30June 30 September 30 September
2012 2011 2012 2012 2011
$m $m $m $m $m
Net interest expense..... (8) 4 9) (23) (11
Net trading iNCOME..........cueuiiiririree e 8 4 8 23 11
Net gain/(loss) from financial instruments designated at fair
VBIUB ... (8) 22 2 (24) 16

Other operating iNComMe M..........coovrvverevreeeee s, 8 4 10 23 27
Net operating iNCOME/(EXPENSE) .......covrervruerererererieieereresieisenenns - 26 7 @ 43
Total operating expenses ............coovvvevereensesneseese s, (11) (3) (4) (35) (25)
Profit/(loss) before income tax eXPenSe........ccovvreeeeriresirinieene, (11) 23 3 (36) 18

1  Comparative data has been reclassified to conform with current presentation. Refer to note 11 on the Financial Statements for additional
information.

Activities or transactions which do not relate directly to the above business segments are reported in Other. The main items
reported under Other include gains and losses from the impact of changes in credit spreads on our own debt designated at fair
value, revenue and expense related to information technology services provided to HSBC Group companies on an arm’'s
length basis. Profit before income tax expense for the third quarter of 2012 was a loss of $11m, compared with a profit of
$23m for the third quarter of 2011 and a profit of $3m in the second quarter of 2012. Profit before income tax expense was a
loss of $36m for the nine months ended 30 September 2012, compared with a profit of $18m for the nine months ended 30
September 2011. The variances from comparative periods are primarily due to the impact of the items noted above.

Quarterly summary of Condensed Consolidated Statements of Income (unaudited)

The following table presents a summary of quarterly consolidated results for the last eight quarters:

Quarter ended

30 September 30 June 31 March 31 December 30 September 30 June 31 March 31 December

2012 2012 2012 2011 2011 2011 2011 2010

$m $m $m $m $m $m $m $m

Total revenue @ ........cooocooeeevveeeereeeeeeeens e 572 614 681 562 653 597 610 633

Profit for the period.........cccoovvvrecciiceennnne 181 203 220 135 201 208 160 118
Profit attributable to common

Shareholders........ccevvuevveeveeeceeeeeeecee e 162 186 202 118 182 191 142 96
Profit attributable to preferred

SharehOlders.......coeeveeveereiceeee e 16 15 15 15 16 15 15 15

Profit attributable to non-controlling
INTEMESES...veuveveeeeei e 3 2 3 2 3 2 3 7
Basic earnings per common share................. 0.33 0.37 0.41 0.24 0.36 0.38 0.28 0.19

1  Total revenue is reported as “ net operating income before loan impairment charges and other credit risk provisions’ on the consolidated
income statement.

The quarterly trends in revenue and expenses for 2011 and 2010 were disclosed on pages 24 and 25 of the Annual Report and
Accounts for 2011.

Critical Accounting Policies and Impact of Estimates and Judgements

There have been no changes in the accounting policies that are deemed critical to the bank’s results and financial position, in
terms of the materiality of the items to which the policy is applied, or which involve a high degree of judgement including the
use of assumptions and estimates. Critical accounting policies and impact of estimates and judgements are disclosed on pages
25 to 28 of the bank’s Annual Report and Accounts for 2011.
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Management’s Discussion and AnalysiS (continued)

Off-Balance Sheet Arrangements

During the norma course of business, the bank makes extensive use of financial instruments including funding loans,
purchasing securities and other investments, accepting deposits and entering into various derivative instrument contracts.
These arrangements were described on page 29 of the Annual Report and Accounts for 2011. There have been no changesin
the basis of calculating the fair value of financial instruments from 31 December 2011, and there have been no significant
changes in the fair value of financial instruments that arose from factors other than normal economic, industry and market
conditions. For financia instruments, including derivatives, valued using significant non-observable market inputs (level 3),
assumptions and methodologies used in our models are continually reviewed and revised to arrive at better estimates of fair
value.

Management’s Responsibility for Financial Information

A rigorous and comprehensive financial governance framework is in place at the bank and its subsidiaries at both the
management and board levels. Each year, the Annua Report and Accounts contains a statement signed by the Chief Executive
Officer (CEO) and Chief Financia Officer (CFO) outlining management’s responsibility for financial information contained
in the report. Certifications, signed by the CEO and CFO, were filed with the Canadian Securities Administrators in March
2012 when the Annual Report and Accounts and other annual disclosure documents were filed. In those filings, the CEO and
CFO certify, asrequired in Canada by National Instrument 52-109 (Certification of Disclosure in Issuers’ Annual and Interim
Filings), the appropriateness of the financial disclosures in the annual filings, the design and effectiveness of disclosure
controls and procedures as well as the design and effectiveness of interna controls over financial reporting to provide
reasonabl e assurance regarding the reliability of financia reporting in accordance with IFRS. The CEO and CFO have signed
certifications relating to the appropriateness of the financial disclosures in interim filings with securities regulators, including
this MD&A and the accompanying unaudited interim consolidated financial statements for the quarter ended 30 September
2012, and their responsibility for the design and maintenance of disclosure controls and procedures and internal controls over
financia reporting to provide reasonable assurance regarding the reliability of financia reporting in accordance with IFRS.
There have been no changes in internal controls over financia reporting during the quarter ended 30 September 2012 that
have materially affected or are reasonably likely to affect internal control over financia reporting.

Asin prior quarters, the bank’s Audit and Risk Committee reviewed this document, including the attached unaudited interim
consolidated financial statements, and approved the document prior to its release.

A comprehensive discussion of the bank’s businesses, strategies and objectives can be found in the Management’ s Discussion

and Analysis in the Annual Report and Accounts for 2011, which can be accessed on the bank’s web site at www.hsbc.ca.
Readers are also encouraged to visit the site to view other quarterly financial information.

Related Party Transactions

Related party transaction policies and practices are unchanged from those outlined on page 31 of the Annual Report and
Accounts for 2011. All transactions with related parties continue to be priced and accounted for asif they were provided in an
open market on an arm’ s length basis or, where no market exists, at fair value. Transactions with related parties are detailed in
note 12 to the accompanying consolidated financial statements.

15



HSBC Bank Canada

Management’s Discussion and AnalysiS (continued)

Outstanding Shares and Securities

HSBC Canada Asset Trust Securities (HSBC HaTS™)®

S SEIHES 20152 ..ottt ettt e e et et eeeen

Preferred Shares— Class 1

S SEHIES G oottt es e en e enrnnes

Preferred Shares— Class 2

S SEHIES B ..ottt ettt ee e es e reereeereeeren

Common shares

HSBC BANK CBNAOA .......cveveiiiieiiieieieeeeee ettt a et e e se e esesaese st esentenesbenesse e ese e nsenaesenen

OOUTh WNE

Reported in non-controlling interests in the Consolidated Statement of Financial Position.

Cash distributions are non-cumul ative and are payable semi-annually in an amount of $25.75 per unit.
Cash dividends are non-cumulative and are payable quarterly in an amount of $0.31875 per share.
Cash dividends are non-cumulative and are payable quarterly in an amount of $0.3125 per share.
Cash dividends are non-cumulative and are payable quarterly in an amount of $0.4125 per share.
Cash dividends are non-cumulative and are payable quarterly in an amount of $0.0775 per share.

At 6 November 2012

Number

200,000

7,000,000
7,000,000
10,000,000

86,450,000

498,668,000

Amount ($m)

200

175
175
250

346
946

1,225

During the third quarter of 2012, the bank declared and paid $83m in dividends on HSBC Bank Canada common shares, an
increase of $8m from the same period in 2011. The bank declared and paid $248m in dividends on common shares during the

nine months ended 30 September 2012, an increase of $23m from the same period in 2011.

Regular quarterly dividends of 31.875 cents per share have been declared on HSBC Bank Canada Class 1 Preferred Shares —
Series C, 31.25 cents per share on Class 1 Preferred Shares — Series D, 41.25 cents per share on Class 1 Preferred Shares —
Series E and 7.75 cents per share on Class 2 Preferred Shares — Series B. Dividends will be paid on 31 December 2012, for

shareholders of record on 14 December 2012.
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Management’s Discussion and AnalysiS (continued)

Risk Management

All of our business activities involve the measurement, evaluation, acceptance and management of some degree of risk, or
combinations of risks. Risk management is the identification, analysis, evaluation and management of the factors that could
adversely affect our resources, operations, reputation and financial results. The most important risk categories that we are
exposed to include capital management, credit, liquidity and funding, market, structural and operational risk. A discussion of
our risk management activities including both quantitative and qualitative factors is included on pages 32 to 54 of our 2011
Annual Report and Accounts. There have been no changes in our processes and no material changes in quantitative factors

during the nine months ended 30 September 2012.

Capital Management

30 September 31 December
2012 2011
$m $m
TOtA IO L CAPITAL ..vuvveeeeeeieece ettt 4,974 4,731
JLICe = I = TP 859 906
Totdl tier 1 and tier 2 capital available for regulatory PUIPOSES .........ccceuiiriririctceeieieees et 5,833 5,637
COrE N L CAPITA ...ttt sttt b bbb b bt £ s e bbb e e e b b e e ee e b bbb et st bbb ene s 3,798 3,555
TOtal FISK-WEIGNIEH @SSELS.......cueerereeieieirerieteie ettt ettt e b s bbbt e e eb bbbt st bbb e et et et 36,818 35,322
Actual regulatory capital ratios
THEN L CAPITAL oottt 13.5% 13.4%
Tota capitd ....... 15.8% 16.0%
Coretier 1 capitd .......... 10.3% 10.1%
ASSELS 10 CAPITAl MUILIPIE.....cuiiieeececier et e et b e e e s sese e se s ansene e e snsee 13.6x 13.1x
Minimum regulatory capital ratios required
I 0 0= o - TSP 7.0% 7.0%
Total capital ....coceeveeerereereereeree s 10.0% 10.0%
Maximum assets to capital MUItiPIE allOWE............ccuiiriiecee bbb 20.0x 20.0x

Credit Risk

L oan portfolio diversity

Concentration of credit risk may arise when the ability of a number of borrowers or counterparties to meet their contractual
obligations are similarly affected by external factors. Examples of concentration risk would include geographic, industry and

environmental factors. Therefore, diversification of credit risk isakey concept by which we are guided.
In assessing the risks of our credit portfolio, we aggregate all exposure types that result in credit risk.

The following is an analysis of the constituents of our portfolio:

30 September 31 December

2012 2011

$m $m

Loansincluded in financial statements, net of impairment allOWaNCES..........ooeeiririririeeiererrieiee et 46,309 44,357
IMPEITMENE AIOWANCES @) ... snse e 480 464
Less:  Reversereposand stock borrowing balances With CUSIOMENS........ouirceriirrieicerer e (3,295) (1,050)
Customers' 1iability UNAEr GCCEPIANCES .......covrveieeerieriririeeetesisesisesteseeese st se e e seses e ssse e sa s s sese e e sesesesesesesensesasensenenss 5,040 4,059
TTEOING ACCEPLANCES. ......ecvveuieereeieie ittt see bttt ae bt et bsbebese st s s e e b e be st s e £ eeebebe b e e sE e b e b e b e be e ee b e b e b e st e s ee e b e b e st e e e e e bebese e s 2,372 1,975
Guarantees and irrevocable letters of credit pledged as collateral SECUNTY .....ovvveveeeriveeiriceereres e 2,939 2,641
Documentary credits and short-term trade related transaction 760 586
TOLAl [OBNS.....eeeeeeeeee ettt b et b bt e e b st e £ R bR R e HE R b bR £ e R b bRt s bbbt e e b n s 54,605 53,032
Impaired loans and other impaired credit EXPOSUIES @ .............coovuorveereeereeeeseessseesseseeeeeessesssssees s ssssssssesnsenans (766) (732)
LI I o= o 4011 0T o =0T 53,839 52,300

1 Excludes $75m (31 December 2011: $73m) in collective impairment allowances relating to off-balance sheet credit instruments, which have been

reclassified to * Other liabilities'.
2 Includes $8m (31 December 2011: $54m) of impaired acceptances and |etters of credit.
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Management’s Discussion and AnalysiS (continued)

Performing loan portfolio

30 September 2012 31 December 2011
$m % $m %
Business and government 10aNS @ ............oooovveveeeeieeeeeeeeeeseeeseeee s 27,660 51.4 25,384 485
Residential MOMQAgES ........cururururueiterererieieiee et 18,870 35.0 18,951 36.2
ConsUMEN fINANCE [OBNS........c.ovvreriieicieieieie et 2,001 39 2,441 47
Other CONSUMEY [OBNS.......coveueueiiiriririeiee et se b 5,218 9.7 5,524 10.6
Total performing [0aNS.........cceeeriiereeeereres e saeeens 53,839 100.0 52,300 100.0

1 Includes $457m (31 December 2011: $454m) of construction and other loans secured by mortgages over residential property.

Credit Quality of Financial Assets

The credit quality of financia assets remains broadly unchanged at 30 September 2012 compared with 31 December 2011.
The increase in impaired financial assets is mainly due to a specific impairment of a customer in the energy sector in the
second quarter of 2012 and a customer in the real estate sector in the third quarter of 2012.

Impaired loan portfolio

30 September 31 December
2012 2011
$m $m
Business and government
REBl ESEALE ... ettt bbbttt 266 256
39 41
71 68
89 95
62 22
(13T OO T OO U ST ST SRS U ST 45 51
572 533
Residential mortgages..... 91 103
Consumer finance loans.. . 66 59
OthEr CONSUIMEY [OANS........cvuiuiuiereeteieiee sttt se bbbttt ae st se s s b b se e s se b e b e e e s e e b e b e b e et se e bbb e ae st et b et et e ne et rnes 37 37
Total impaired loans, acceptances and letters of Credit @ ... 766 732
SPECITIC AIOWEANCES...... ettt e et e e et s e s e s se et e s et e e se et sesene e e e ns et ene e e naee 215 208
COlECHIVE BlIOWANCES.........ceveiiuiireeieiei ettt sttt st bbb he st e e bt E bbb e s e e b b e bt s e e bbb et ee bt e b et st 265 256
480 464
Collective impairment allowances relating to off-balance sheet credit instruments (included in * Other
LT oL (=S OO ST ST 75 73
Total aloWanCeS fOr CrEOIT IOSSES........cciueuieieieiirre ettt 555 537
Net impaired loans, acceptances and letters Of Credit........ .o 211 195
Allowance as percentage of total impaired |oans, acceptances and letters of credit..........coooivvecccieninccenne 725% 73.4%

1 Includes $8m (31 December 2011: $54m) of impaired acceptances and letters of credit
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Management’s Discussion and AnalysiS (continued)

Movement in impair ment allowances

Customers
Individually Collectively
assessed assessed @ Total
$m $m $m
Quarter ended 30 September 2012
ALLIUY 2002 189 336 525
Amounts written off 8) (30) (38)
Recoveries of loans and advances written off in previous periods.........c.coeeeervrevereeennens - 6 6
Charge t0 INCOME ...ttt bbb ettt sttt bbb 39 32 71
OthEr MOVEMENES ......cvcveeeiirisiete ettt ses et se e e st e e e e ssesesesanessneesesnsens (5) (4) (9)
At 30 SEPLEMDEr 2012.......ccevieiiieirieir ettt 215 340 555
Quarter ended 30 September 2011
AL LIUIY 200D .ttt 203 332 535
Amounts written off (28) (30) (58)
Recoveries of loans and advances written off in previous periods.............cocevcicecennnns - 1 1
Charge t0 INCOME ...ttt ettt 37 26 63
OthEr MOVEMENTS ....c.evtitireiric ittt (6) 1 (5)
At 30 SEPtEMBEr 2011......c.coieeriecireeierreerreer e 206 330 536
Quarter ended 30 June 2012
AL LAPHT 2012 ...ttt 204 335 539
AMOUNES WIEEN Off 1..eecicces st enenan (40) (29) (69)
Recoveries of loans and advances written off in previous periods...........coooeeeeeevrececeene - 0] @
Charge t0 INCOME ....ceveeeeeecer ettt ses e se st e e e s sansesannnnns 28 31 59
Oher MOVEMENES ...ttt ettt bbbt st b et e et enenen 3) — 3)
ALB0JUNE20L2 ... 189 336 525
Nine months ended 30 September 2012
At 1 January 2012 ... 208 329 537
Amounts written off (60) (89) (149)
Recoveries of loans and advances written off in previous periods..........c.coeeeeevreeeiene - 5 5
Charge 10 INCOME .......c.cuuiiiiirii ettt 80 98 178
OhEr MOVEIMIENES ...ttt bbbttt benenea (13) ) (16)
At 30 SEPLEMDEr 2012.......ciiiiieeieerieir et 215 340 555
Nine months ended 30 September 2011
At 1 January 2011 ... 227 400 627
Amounts written off 77) (150) (227)
Recoveries of loans and advances written off in previous periods..........coeeeeeveevereennens - 5 5
ChargetoiNCOME @ .........ooveecveeeeeeeeeee oo s eesess s sesss s s see e aeseasnsean 71 75 146
Other MOVEMENES ......eveveeeiiiseete ettt se st se e e s s e e se e ssesesesesensneesesnsens (15) — (15)
At 30 SEPLEMBES 2011......ceieeiecereeeeereee ittt es st 206 330 536

1  Includes $75m (30 September 2011: $71m; 30 June 2012: $79m) in collectively assessed impairment allowances relating to off-balance sheet
credit instruments which have been reclassified to ‘ Other liabilities'.

2 Inaddition to the charge to income above, ‘Loan impairment charges and other credit risk provisions' as presented in the consolidated income
statement includes a $3mreversal of a previously recorded impairment loss relating to credit risk on an available-for-sale investment.
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Management’s Discussion and AnalysiS (continued)

Exposuresto Europe

The bank’s exposure to Europe and in particular the eurozone remains well controlled within the bank’s overall exposure to
credit risk. Exposures to the eurozone increased by $71m compared to the position at 31 December 2011 due to $60m with
core eurozone countries and $11m in exposures with periphera countries. The increase in exposures with peripheral countries
were due to increases of $12m in financial institution exposures with Italy and $10m in corporate exposures with Spain,
partialy offset by decreases of $9m and $2m in financia institution exposures with Portugal and Spain respectively.
Exposures to other European countries outside of the eurozone increased by $82m mainly as a result of increases of $211m
and $104m of financia institutions exposures with the United Kingdom and Belgium respectively, partialy offset by a
decrease of $184m in exposures with Switzerland.

Exposures to eurozone countries

30 September 2012 31 December 2011
Financial Financial
Corporate institutions®  Sovereign Total  Corporate institutions™  Sovereign Total
$m $m $m $m $m $m $m $m
Core countries
Germany .. - 213 - 213 - 71 - 71
France.......... - 217 178 395 198 19 257 474
Netherlands - - - - - 3 - 3
Total core CouNtries........ccocovererenunnes - 430 178 608 198 93 257 548
Peripheral countries
1 L2 - 12 - 12 - - - -
Portugal - 1 - 1 - 10 - 10
SPAIN..cccvierireeere e 10 1 - 11 - 3 - 3
Total peripheral countries................ 10 14 - 24 - 13 - 13
Luxembourg ........c.coveeerennenecienns - 2 - 2 - 2 - 2
Total ..o 10 446 178 634 198 108 257 563

1 Exposures with financial institutions include exposures with other HSBC Group affiliates of $18m in both Germany and France (31 December
2011: $3min Germany and $8min France).

Exposures to other European countries outside of the eurozone

30 September 2012 31 December 2011
Financial Financial

Corporate institutions®  Sovereign Total  Corporate institutions®  Sovereign Total
$m $m $m $m $m $m $m $m
- 104 - 104 - - - -
- - - - 2 - - 2
- 36 - 36 - 37 - 37
- 5 467 472 - 13 643 656
10 764 - 774 4 553 52 609
10 909 467 1,386 6 603 695 1,304

1 Exposures with financial institutions include exposures with other HSBC Group affiliates of $479m in the United Kingdom (31 December 2011:
$339m).
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Management’s Discussion and AnalysiS (continued)

Credit Ratings

Standard & Poor’s (“S&P’) and DBRS® maintain credit ratings of our debt and securities. The ratings are made within the
rating agencies' normal classification system for each type of debt or security. Our credit ratings influence our ability to
secure cost-efficient wholesale funding.

Investment grade ratings are unchanged from 31 December 2011 and remain among the highest assigned to Canadian banks.

The bank’s current ratings are as follows:

S&P DBRS
ShOMt-TON M INSITUMENTS. ...ttt ettt b e bbb e e bbbt s et b e b e b et b s e b e b e se e neebenas A-1+ R-1 (High)
Deposits and senior debt .. AA- AA
Subordinated debt............. A AA (Low)
Preferred SNAIES..........ovveereeereesreseee s P-1 (Low) @ Pfd-2 (High)

HSBC Canada Asset Trust Securities (HSBC HaTS™) P-1 (Low) @ A (Low)

1 Based on S&P’'s Canadian national preferred share scale. Ratingsare ‘A-" on S& P’ s global preferred share scale.

Valueat Risk (“VaR")

VaR is a technique that estimates the potential losses that could occur on risk positions as a result of movements in market
rates and prices over a specified time horizon and to a given level of confidence. Information in connection with VaR is

included in our Annual Report and Accounts for 2011 on pages 52 and 53.

VaR disclosed in the table and graph below is the bank’s total VaR for both trading and non-trading financial instruments and
iswithin the bank’ s limits.

Quarter ended
30 September 31 December
2012 2011
$m $m
10 16
13 22
10 15
17 29
Daily VaR
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28 |
: Jr
24 W \\/\v
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HSBC Bank Canada

Financial Statements (Unaudited)

Consolidated income statement (Unaudited)

Notes

INEErESL INCOME ...t
INEErESE EXPENSE ...ttt

NEt iNtEreSt INCOME.......ocveieeiieeeeeceeee e

Trading income excluding net interest income..........c.o.......
Net interest income on trading activities.........ccoveeevennnnn,

Net trading iNCOME ......ccvoveveeeiereirieee e,

Net (loss)/gain from financial instruments designated at
FAIF VAIUC.....eciiicece s

Gains less losses from financial investments

Other operating iNCOME ........couvveueererererereeeeeresereeeens

Gain on sale of full service retail brokerage business ......... 13

Net operating income before loan impairment char ges
and other credit risk provisions.........cccoeevveeeeeenenennnn,

Loan impairment charges and other credit risk provisions...
Net Operating iNnCoOME .......cccoeevverireeeeerererree e,

Employee compensation and benefits.........ccocvvvevveecivinnnnn, 3
General and administrative eXPenses. ........ocoeeererereeenen:
Depreciation of property, plant and equipment.....................
Amortization and impairment of intangible assets ...............
Restructuring Charges...........cocooeerreeiennneeeerseseeeenes 13

Total operating EXPENSES........ccvueueeerererieieeeresesieeese e,
Operating Profit ...
Share of profit in aSSOCIALES.........ccvevrereeeerrreeeees s
Profit beforeincome tax expense.......ccoveeeerrereienienens

INCOME taX EXPENSE .....eeveneiireeiiee et

Profit for the period.........cccccorceiennnreeeee s

Profit attributable to common shareholder.............cccccceennn
Profit attributable to preferred shareholders ..
Profit attributable to shareholders..................
Profit attributable to non-controlling interests............ccccc....

Average number of common shares outstanding (000'S) .....
Basic earnings per COMMON SNAr€.......cccovevveevererererereneesnsnnenns

Quarter ended Nine months ended

30 September 30 September 30June 30 September 30 September
2012 2011 2012 2012 2011
$m $m $m $m $m
551 579 565 1,702 1,781
(194) (188) (193) (575) (618)
357 391 372 1,127 1,163
175 183 168 511 549
(18) (22) (21) (64) (62)
157 162 147 447 487
38 41 39 109 107
10 5 8 26 12
48 46 47 135 119
(8 2 @) (24) 16

3 20 28 48 40

15 12 22 50 35
— — — 84 —
572 653 614 1,867 1,860
(71) (63) (59) (178) (143)
501 590 555 1,689 1,717
(247) (196) (163) (500) (612)
(96) (108) (100) (300) (287)
(10) (10) (©) (27) (29)
€) @ ©) (11) (22)

_ — _ (36) _
(256) (318) (276) (874) (950)
245 272 279 815 767
1 2 - 2 4
246 274 279 817 771
(65) (73) (76) (213) (202)
181 201 203 604 569
162 182 186 550 515
16 16 15 46 46
178 198 201 596 561
3 3 2 8 8
498,668 498,668 498,668 498,668 498,668
0.33 $ 0.36 $ 0.37 $ 1.10 $ 1.03

The accompanying notes on pages 29 to 40 and the sections of “ Risk Management” within the Management’s Discussion and Analysis on pages 17

to 21 forman integral part of these financial statements.
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HSBC Bank Canada

Financial Statements (Unaudited) (continued)

Consolidated statement of comprehensive income (Unaudited)

Quarter ended Nine months ended
30 September 30 September 30June 30 September 30 September
2012 2011 2012 2012 2011
$m $m $m $m $m
Profit for the period ... 181 201 203 604 569
Other comprehensive income
Available-for-sale investments...........cccoveeeenneeeeennseecees 12 39 21 16 51
—far VAUE QAINS ...cecveeeecrere et 19 74 68 76 111
—fair value gains transferred to income statement on
QISPOSAL......coiveiiirr s ?3) (20) (28) (48) (40)
B LL[E 0110 1CE 7 (TP (4) (15) (19) (12) (20)
Cash fIoOW hedgES.........cueururiririieeeeie e (30) 191 27 (109) 207
—fair value (10SSES)/QaiNs.......cocovrerureeeeririsesieeeseseseseseesesaeees (40) 264 23 (167) 283
—INCOME LAXES......eeieeeicieietete ettt 10 (73) 4 58 (76)
Actuarial losses on defined benefit plans..........cocoveeevienviccnnns (23) (48) (14) (64) (50)
— bEfOre iNCOME taXEs.........cocvverreriricrcce e (31) (64) (20) (87) (61)
—TNCOME LAXES.....ceveieiresieie ettt 8 16 6 23 11
Other comprehensive (expense)/income for the period, net of
EBX vttt bbbt (41) 182 34 (157) 208
Total comprehensive income for the period..........cocceeeirviccens 140 383 237 447 777
Total comprehensive income for the period attributable to:
— SNArEhOIAENS.......oveereeieeeee s 137 380 235 439 769
—NON-CONLIOl NG INLEIESLS......c.cieererieeereree et 3 3 2 8 8
140 383 237 447 777

The accompanying notes on pages 29 to 40 and the sections of “ Risk Management” within the Management’ s Discussion and Analysis on pages 17

to 21 forman integral part of these financial statements.

24




HSBC Bank Canada

Financial Statements (Unaudited) (continued)

Consolidated statement of financial position (Unaudited)

ASSETS

Cash and balances at central bank ...
Items in the course of collection from other banks ...........ccccceeeeeveivceeeecien,
Trading assets
DENIVALIVES ..ottt ettt aen b aene s
Loans and advancesto Danks ...........ccceeeeieiiiieisieeereeeese e
Loans and advances to customers
Financial investments ...

Prepayments and acCrued iNCOME .......ccovvvreeveeeeririnereseseeese s sssese s seseeseseens
Customers’ liability under aCCEPLaNCES.........cceueuimirniricieicere e
Property, plant and equipment.............

Goodwill and intangible assets.

LIABILITIESAND EQUITY

Liabilities

DepoSitsS bY DANKS ....c.coiirecee e
CUSLOMEY @CCOUNLES .....veveeveeeereeeiesieie e seeeeeenas
Items in the course of transmission to other banks ..
Trading l1ahilities .......ccoceeinenrceceeeee
Financial liabilities designated at fair VAlUE ...........ccoveueeinrniecieeneecceen,
DENVALIVES ..ottt se e sa st ses e e e sesnsenenenens
Debt securitiesin issue .
Other liabilities ..........

Retirement benefit l1abilitieS........ccovieeieieree s
Subordinated [1DIlITIES ......vovvveeeeeiirisee e,

Total HADIITIES ...,

Equity

Preferred SNArES ..ot
COMMON SNAIES .....oviveeieieieteee ettt sa e e s st et se st e e sae e ena e
Other reserves ...
RELAINE AIMNINGS ....ocveeiiireeiee et seneees

Total sharehOlders’ EQUILY ......coreviiriciricieieirere s
NON-CONLFOIING INEEIESES .....veiieiirerieie e

TOLAl EUILY ...ttt st
Total equity and liabilItIES ........coeueeeeerirrreeer s

30 September 30 September 31 December
2012 2011 2011
$m $m $m

62 62 77

123 127 104
6,610 4,143 4,587
2,042 2,634 2,203
1,627 3,737 4,530
46,309 43,768 44,357
21,571 20,181 19,168
620 707 559
262 254 225
5,040 4,895 4,059
130 110 123

75 83 76
84,471 80,701 80,068
2,359 976 1,377
47,713 45,500 46,614
340 210 288
3,588 2,633 2,996
999 993 1,006
1,628 2,256 1,746
14,063 14,500 13,327
2,110 2,333 2,260
5,040 4,895 4,059
591 588 566
369 326 300
323 328 326
79,123 75,538 74,865
946 946 946
1,225 1,225 1,225
346 455 439
2,601 2,307 2,363
5,118 4,933 4,973
230 230 230
5,348 5,163 5,203
84,471 80,701 80,068

The accompanying notes on pages 29 to 40 and the sections of “ Risk Management” within the Management’ s Discussion and Analysis on pages 17

to 21 forman integral part of these financial statements.
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HSBC Bank Canada

Financial Statements (Unaudited) (continued)

Consolidated statement of cash flows (Unaudited)

Quarter ended Nine months ended
30 September 30 September 30June 30 September 30 September
2012 2011 2012 2012 2011
Notes $m $m $m $m $m

Cash flows from operating activities
Profit DEFOrE taX .......ceveeeeereeeirereeeereereeeree s 246 274 279 817 771
Adjustments for:

—non-cash itemsincluded in profit beforetax ......... 9 89 89 85 160 223

—changein operating assets ........cocvevevererveeeeenenen, 9 (1,006) 417 (1,135) (4,377) 125

—change in operating liabilities . 9 2,073 (485) 760 3,735 1,045

—tax paid, Net .....ooeevrerieeieeine (4) (75) (38) (348) (213)
Net cash (used in)/from operating activities ................ 1,398 220 (49) (13) 1,951
Cash flows from investing activities
Purchase of financial investments .........ccccocovecerireninees (2,577) (6,310) (4,602) (20,200) (16,051)
Proceeds from the sale and maturity of financial

INVESIMENES ..ot 1,124 4,096 4,868 17,814 12,070
Net cash flows from the sale of full serviceretail

Drokerage bUSINESS .........cccvvvreniiciccreienneeecnens - - - (116) -
Purchase of property, plant and eguipment (13) 8) (29) (46) 27
Purchase of intangible assets .........cccocveeevrerveccieiennenns 3) — (4) (9) —
Net cash from/(used in) investing activities .................. (1,469) (2,222) 243 (2,557) (4,008)
Cash flows from financing activities
Dividends paid to shareholders ...........ccccovvrrcicneninenn (99) (91) 97) (294) (271)
Distributions to non-controlling interests...........c.coceenee. 3) 3) (2) (8) (8)
Net cash used in financing actiVities ...........c.cccccceuennen. (102) (94) (99) (302) (279)
Net increase/(decr ease) in cash and cash

EQUIVAlENTES ... a73) (2,096) 95 (2,872) (2,336)
Cash and cash equivalents at the beginning of the

PENOU. .ot 2,000 6,440 1,905 4,699 6,680
Cash and cash equivalents at the end of the period........ 9 1,827 4,344 2,000 1,827 4,344

The accompanying notes on pages 29 to 40 and the sections of “ Risk Management” within the Management’s Discussion and Analysis on pages 17

to 21 forman integral part of these financial statements.
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HSBC Bank Canada

Financial Statements (Unaudited) (continued)

Consolidated statement of changes in equity for the nine months ended 30 September 2012 (Unaudited)

Other reserves

Available-
for-sale Cash flow Total Non-

Share Retained fair value hedging Total Other shareholders’ controlling Total

capital earnings reserve reserve Reserves equity interests equity

$m $m $m $m $m $m $m $m

AtL138NUANY D oo eneen 2,171 2,363 138 301 439 4,973 230 5,203
Profit for the period ... - 596 - - - 596 8 604
Other comprehensive income (net of tax) .......ccoevveeeeeene — (64) 16 (109) (93) (157) — (157)
Available-for-sale investments .. - — 16 — 16 16 - 16
Cash flow hedges ........cccceueurrnrininennes - - - (209) (209) (209) - (1209)
Actuarial losses on defined benefit plans ..........cccccvveeenene - (64) - - - (64) - (64)
Total comprehensive income for the period ............ccccueee. - 532 16 (209) (93) 439 8 447
Dividends paid on cOmmon Shares.............ocoeoeerereeueenereneenes - (248) - - - (248) - (248)
Dividends paid on preferred Shares .........ccccoeevveveeeeeererennnnns - (46) - - - (46) - (46)
Distributions to unit holders..........coovvviniciccnnnneees - - - - — — (8) (8
At 30 SEPLEMDEN ..ot 2,171 2,601 154 192 346 5,118 230 5,348

(1) Includes reclassification of $28m from“ Cash flow hedging reserve” to “ Available-for-sale fair value reserve” as at 31 December 2011.

The accompanying notes on pages 29 to 40 and the sections of “ Risk Management” within the Management’ s Discussion and Analysis on pages 17 to 21 form an integral part of these financial statements.

27




HSBC Bank Canada

Financial Statements (Unaudited) (continued)

Consolidated statement of changes in equity for the nine months ended 30 September 2011 (Unaudited)

Other reserves

Available-
for-sale Cash flow Total Non-

Share Retained fair vaue hedging Total Other shareholders controlling Tota

capital earnings reserve reserve Reserves equity interests equity

$m $m $m $m $m $m $m $m

L N - 4 U= TP 2,171 2,058 81 116 197 4,426 230 4,656
Profit for the period - 561 - - - 561 8 569
Other comprehensive income (net of tax) .......c.cccoeeeeeeeeens - (50 51 207 258 208 - 208
Available-for-sale investments ..........cccovvveveeeeeereennennenenes - - 51 - 51 51 - 51
Cash flOW NedgeS ........cceeieeirieirreereeree e - - - 207 207 207 - 207
Actuarial losses on defined benefit plans ... - (50 - - - (50) - (50
Total comprehensiveincome for the period .........cccevvvveeee. - 511 51 207 258 769 8 77
Dividends paid on cOmmon Shares .........c.occeeerererereeenenerens - (225) - - - (225) - (225)
Dividends paid on preferred shares... - (46) - - - (46) - (46)
Distributions to unit holders........... - - - - - - (8) (8)
Other MOVEMENES ......c.curueieiiriririitcicieieeet e — 9 - - - 9 - 9
At 30 SEPLEMDES ..o 2,171 2,307 132 323 455 4,933 230 5,163

The accompanying notes on pages 29 to 40 and the sections of “ Risk Management” within the Management’ s Discussion and Analysis on pages 17 to 21 form an integral part of these financial statements.
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HSBC Bank Canada

Notes on the Financial Statements (Unaudited)

Basis of preparation

@)

(b)

(©

(d)

Compliance with International Financial Reporting Standards

HSBC Bank Canada (“the bank”, “we”, “our”) is an indirectly wholly owned subsidiary of HSBC Holdings plc (“the
Parent”, “HSBC"). In these consolidated financial statements, HSBC Group means the Parent and its subsidiary
companies. These interim financial statements should be read in conjunction with the bank’s 2011 annual
consolidated financial statements, which are prepared in accordance with International Financial Reporting
Standards (‘IFRS') and Section 308 (4) of the Bank Act.

The interim financial statements are prepared in accordance with International Accounting Standard (“IAS’) 34
‘Interim Financial Reporting'.

Presentation of information

(i) The bank’s consolidated financial statements are presented in Canadian dollars which is also its functional
currency. The abbreviation “$m” represents millions of dollars. All tabular amounts are in millions of dollars
except where otherwise noted. Certain prior period amounts have been reclassified to conform with the current
period presentation.

(i) The bank provides services or enters into transactions with HSBC Group regarding the sharing of costs of
development by Canadian employees for certain technology platforms used by HSBC around the world. In
previous periods, we have shown the salary and related direct expenses for these employees and the recovery of
these expenditures on a gross basis as part of "General and administrative expenses' and "Other operating
income" respectively. Effective for the first quarter of 2012, the bank has reported the impact of these
transactions on a net basis by reclassifying the recovery of these expenditures from "Other operating income" to
"General and administrative expenses'. This change in presentation only affects transactions for which there is
no arm's length mark-up on costs. Comparative data has been reclassified to conform with the current
presentation. As a result, the quarterly impact of this change is a reduction in "Other operating income" and
"Genera and administrative expenses' of $13m (30 September 2011: $21m; 30 June 2012: $15m). The year-to-
date impact of this change is a reduction in “Other operating income” and “General and administrative
expenses’ of $42m (30 September 2011: $63m; 30 June 2012: $29m).

(iif) The bank records a collective allowance on all items with credit risk including off-balance sheet credit
instruments such as guarantees and credit commitments. In previous periods, the collective allowance related to
al credit instruments has been recorded as a deduction from "Loans and advances to customers’. Effective for
the first quarter of 2012, the bank has reclassified the portion of the collective alowance related to off-balance
sheet credit instruments into "Other liabilities'. Comparative data has been reclassified to conform with the
current presentation. As aresult, the impact of this change is an increase in "L oans and advances to customers'
and "Other liabilities" of $75m (30 September 2011: $71m; 30 June 2012: $79m).

Neither of the above reclassifications have any impact on reported financial results or Shareholders' equity.

Use of estimates and assumptions

The preparation of financial information requires the use of estimates and assumptions about future conditions. The
use of available information and the application of judgement are inherent in the formation of estimates; actua
results in the future may differ from estimates upon which financial information is prepared. Management believes
that the bank’s critical accounting policies where judgement is necessarily applied are those which relate to
impairment of loans and advances, and the valuation of financial instruments as described on pages 66 to 78 of the
bank’s Annual Report and Accounts for 2011.

Consolidation

The consolidated financial statements of the bank comprise the financial statements of the bank and its subsidiaries
as at 30 September 2012. The method adopted by the bank to consolidate its subsidiaries is described on page 64 of
the Annual Report and Accounts for 2011.
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HSBC Bank Canada

Notes on the Financial Statements (Unaudited) (continued)

(e) Future accounting developments

At 30 September 2012, a number of standards and amendments to standards have been issued by the IASB, which
are not effective for these consolidated financial statements. The standards and amendments have been disclosed on
pages 65 to 66 of the bank’s Annual Report and Accounts for 2011.

The bank previously disclosed a future accounting change relating to IAS 19 ‘Employee Benefits (‘IAS 19
revised’), which is effective for annual periods beginning on or after 1 January 2013. The bank will be able to
quantify the financial impact of the adoption of IAS 19 in early 2013 when discount rates effective for fiscal 2013
will be finalized. However, based on current rates, the adoption of IAS 19 is unlikely to have a material impact on
the bank’ s financial statements.

In 2012, the IASB reconsidered the requirements for classification and measurement relating to IFRS 9 to address
implementation issues. An exposure draft of revised proposals is expected in early 2013. Presently, the Office of the
Superintendent of Financia Institutions Canada (“OSFI”) does not alow early adoption. Therefore, the
implementation and effects of IFRS 9 remains uncertain.

2 Summary of significant and critical accounting policies

There have been no significant changes to the accounting policies of the bank as disclosed on pages 66 to 78 of the
Annual Report and Accounts for 2011.

3 Employee compensation and benefits

Included within ‘Employee compensation and benefits' are components of net periodic benefit cost related to the
bank’ s pension plans and other post-employment benefits, as follows:

Quarter ended Nine months ended

30 September 30 September 30 June 30 September 30 September

2012 2011 2012 2012 2011

$m $m $m $m $m

Pension plans — defined benéfit ............ 4 5 1 7 11

Pension plans — defined contribution 6 6 6 23 26
Healthcare and other post-employment benefit

PlaNS ..o 2 4 3 7 9

12 15 10 37 46

Actuarial valuations for the bank’s pension plans and non-pension arrangements are prepared annualy. The most
recent actuarial valuations of the defined benefit pension plans for funding purposes were conducted as at 31
December 2011.
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HSBC Bank Canada

Notes on the Financial Statements (Unaudited) (continued)

4 Trading assets

At 30 September At 30 September At 31 December
2012 2011 2011
$m $m $m

Trading assets:
—which may be repledged or resold by counterparties............ccceeervrerreeernrennn: 2,029 2,547 704
— not subject to repledge or resale by counterparties...........cocovevvrncrcenenn. 4,581 1,596 3,883
6,610 4,143 4,587
At 30 September At 30 September At 31 December
2012 2011 2011
$m $m $m
DEDE SECUMTIES. ...ttt 2,880 1,962 2,034
BanKers aCCEPtaNCES. ... ..covvrireeieceerie ettt 2,372 774 1,975
CUSLOMEY tradiNg BSSELS.....c.ceerereeieeere ettt ettt 779 905 304
Treasury and other eligible DillS..........cooieiiice e, 553 471 245
EQUITY SBCUMTIES. ... cvveeeeeieiisie et 26 31 29
6,610 4,143 4,587

Included within the above figures for the bank are debt securities issued by banks and other financial institutions of
$74m (30 June 2012: $79m; 31 December 2011: $84m), none of which are guaranteed by various governments.

Derivatives

For a detailed description of the type and use of derivatives by the bank, please refer to the bank’s accounting
policies disclosed on pages 66 to 78, and Note 11 on page 95 to 101 of the bank’s Annual Report and Accounts for

2011

Fair values of derivatives by product contract type held:

At 30 September 2012

Assets Liabilities
Trading Hedging Total Trading Hedging Total
$m $m $m $m $m $m
Foreign exchange..........cccocvveriiecnnnen 950 89 1,039 833 6 839
Interest rate.........coovveevevncneieceenns 595 343 938 541 183 724
ComMMOUItY....c.ceeveveverrrrrrinieeceereeenen, 65 - 65 65 - 65
Grosstotal fair values..........ccoveueuee. 1,610 432 2,042 1,439 189 1,628

At 30 September 2011

Assets Ligbilities
Trading Hedging Total Trading Hedging Total
$m $m $m $m $m $m
Foreign exchange........ccccceevveeecencnen, 1,520 38 1,558 1,490 3 1,493
INEErESt FAL......vreeereereeeeeis 509 567 1,076 459 304 763
Grosstotal fair values...........cocccveneeenne, 2,029 605 2,634 1,949 307 2,256

At 31 December 2011

Assets Ligbilities
Trading Hedging Total Trading Hedging Total
$m $m $m $m $m $m
Foreign exchange........cccoceevveeecencnens 1,034 87 1,121 999 9 1,008
INEErESt FALe......vreereecrecie s 548 499 1,047 479 224 703
Commodity 35 - 35 35 - 35
Grosstotal fair values.........cccceuvenne, 1,617 586 2,203 1,513 233 1,746

31



HSBC Bank Canada

Notes on the Financial Statements (Unaudited) (continued)

Trading derivatives

Notional contract amounts of derivatives held for trading purposes by product type

At 30 September At 30 September At 31 December

2012 2011 2011

$m $m $m

FOreigN EXChaNGE ... bbb 63,380 62,594 57,374
INEErESE FBEE ... s 37,142 37,207 34,992
COMMOUILY ...ttt 462 — 130
TOtEl AENVALIVES ...ttt 100,984 99,801 92,496

The notional or contractual amounts of these instruments indicate the nominal value of transactions outstanding at

the reporting date; they do not represent amounts at risk.

Hedging instruments

Notional contract amounts of derivatives held for hedging purposes by product type

At 30 September 2012 At 30 September 2011 At 31 December 2011
Cash flow Fair value Cash flow Fair value Cash flow Fair value
hedge hedge hedge hedge hedge hedge
$m $m $m $m $m $m
Interest rate..........coevveevrnenne 22,738 4,260 24,942 5,626 24,740 4,494
Foreign exchange 2,107 - 540 - 1,389 -
Total derivatives 24,845 4,260 25,482 5,626 26,129 4,494
Fair value of derivatives designated as fair value hedges
At 30 September 2012 At 30 September 2011 At 31 December 2011
Assets  Liabilities Assets Liabilities Assets  Liabilities
$m $m $m $m $m $m
INErEst rate ... 7 101 1 191 2 127
Gains or losses arising from the change in fair value of fair value hedges
Quarter ended Nine months ended
30 September 30 September 30June 30 September 30 September
2012 2011 2012 2012 2011
$m $m $m $m $m
Gaing/(losses)
On hedging iNStFUMENES ........cccoeevrereeueerereneererereseenes (13) (164) (53) (23) (192)
On hedged items attributabl e to the hedged risk ....... 14 166 54 25 195
The gains and losses on ineffective portions of fair value hedges are recognized immediately in “ Net trading income” .
Fair value of derivatives designated as cash flow hedges
At 30 September 2012 At 30 September 2011 At 31 December 2011
Assets  Liabilities Assets  Liabilities Assets  Liabilities
$m $m $m $m $m $m
Foreign exchange..........cccoeueerrneninccseeeerenesenenen, 89 6 38 3 87 9
INEEIESE Fae ... 336 82 567 113 497 97
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6 Financial investments
Financia investments consist of the following:
At 30 September At 30 September At 31 December
2012 2011 2011
$m $m $m
Financia investments
Not subject to repledge or resale by counterparties ............cococeeeeenrerieens 21,571 20,181 19,168
Available-for-sale
Debt securities and Other ... 18,634 17,903 17,452
Treasury billsand other eigible bills ... 2,937 2,278 1,716
21,571 20,181 19,168
Included within the above figures for the bank are debt securities issued by banks and other financial institutions of
$2,175m (30 June 2012: $2,012m; 31 December 2011: $1,541m) of which $479m (30 June 2012: $453m; 31
December 2011: $270m) are guaranteed by various governments.
Included in the available-for-sale debt securities are debt securities issued by governments of $16,409m (30 June
2012: $15,462m; 31 December 2011: $15,590m).
7 Trading liabilities
At 30 September At 30 September At 31 December
2012 2011 2011
$m $m $m
Other liabilities — net Short POSILIONS .......ccoireruririeiererireiee e 2,213 1,142 1,305
Customer trading liabilities................ 1,299 1,349 1,516
Other debt securitiesin issue 76 142 175
3,588 2,633 2,996
8 Financial liabilities designated at fair value
At 30 September At 30 September At 31 December
2012 2011 2011
$m $m $m
Debt securitiesin issue 563 568 580
Subordinated debentures..... 436 425 426
999 993 1,006

The carrying amount at 30 September 2012 of financial liabilities designated at fair value was $39m higher (30
September 2011: $36m higher; 31 December 2011: $35m higher) than the contractual amount at maturity. At 30
September 2012, the cumulative amount of change in fair value attributable to changes in credit risk was a loss of
$3m (30 September 2011: $25m gain; 31 December 2011: $22m gain).

The holders of the debt securities in issue have exercised their option to redeem the securities at their contractual

amount of $560m on 26 November 2012.
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9 Notes on the statement of cash flows

Quarter ended Nine months ended
30 September 30 September 30June 30 September 30 September
2012 2011 2012 2012 2011
$m $m $m $m $m
Non-cash itemsincluded in profit before tax
Gain on sale of full serviceretail brokerage business.. - - - (84) -
Depreciation and amortization...........ccoeovereeccenenns 14 14 15 44 51
Share based payment expense..........coevveerececvereeennens 3 8 8 15 19
Loan impairment charges and other credit risk............. 71 63 59 178 143
Charge for defined benefit pension plans..................... 1 4 3 7 10
89 89 85 160 223
Changein operating assets
Change in prepayment and accrued income.................. (22) (48) (©)] (42) (68)
Change in net trading securities and net derivatives..... (297) (1,327) (232) (1,144) (494)
Change in loans and advances to customers (254) 1,788 (790) (2,130) 1,307
Change in Other @SSELS.........coueurueiririrernericee e (533) 4 (110) (1,061) (620)
(1,006) 417 (1,135) (4,377) 125
Changein operating liabilities
Change in accruals and deferred income.............cceuee. 86 71 (35) 30 5
Change in deposits by banks........cccovvecernensceennenne 612 (80) 308 982 (23)
Change in CUStOMEr aCCOUNES.......ccvvvrvrvereeerererereeeesaenens 616 (22) 60 1,099 40
Change in debt Securities in iSSUE.......ccvveeerereveeeeeninnnne 102 (780) (45) 736 (316)
Changein financial liabilities designated at fair
vaUE ..o (12 (8) 9 @ 10
Changein other [iahilities........ccoovrrrrinicnecnieinenens 669 334 463 895 1,329
2,073 (485) 760 3,735 1,045
Cash and cash equivalents
Cash and balances at central bank............cccoeveiienne 62 62 70 62 62
Items in the course of transmission to other
DANKS, MEL ..ottt (217) (83) (232 (217) (83)
Loans and advances to banks of one month or less...... 1,627 3,737 1,919 1,627 3,737
T-Bills and certificates of deposits— three months or
[ESS.. e 355 628 243 355 628
1,827 4,344 2,000 1,827 4,344
Interest
INEEreSt PAI .....eevverereieceeieie e 133 142 239 519 597
Interest received 524 523 569 1,675 1,710
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10 Contingent liabilities, contractual commitments and guarantees

11

At 30 September At 30 September At 31 December
2012 2011 2011
$m $m $m
Guarantees and other contingent liabilities
Guarantees and irrevocable letters of credit pledged as collateral security ....... 2,939 2,624 2,641
Commitments
Undrawn formal standby facilities, credit lines and other commitments to
TN et sttt 35421 35,603 37,417
Documentary credits and short-term trade-related transactions ...........c.cccc.eee.. 760 705 586
36,181 36,308 38,003

(1) Based on original contractual maturity.
Litigation

We are subject to a number of legal proceedings arising in the normal course of our business. We do not expect the
outcome of any of these proceedings, in aggregate, to have a material effect on our consolidated financial position or
our results of operations.

Segment analysis

We manage and report our operations according to our main customer groups. Information on each business line is
included in the Annua Report and Accounts 2011, on pages 7 to 10. Various estimate and allocation methodol ogies
are used in the preparation of the customer groups’ financia information. We allocate expenses directly related to
earning revenues to the groups that earned the related revenue. Expenses not directly related to earning revenue, such
as overhead expenses, are alocated to customer groups using appropriate allocation formulas. Customer group net
interest income reflects internal funding charges and credits on the customer groups’ assets, liabilities and capital, at
market rates, taking into account relevant terms and currency considerations. The offset of the net impact of these
charges and credits is reflected in the Global Banking and Markets segment.

A brief description of each customer group is as follows:

Retail Banking and Wealth M anagement

Retail Banking and Wealth Management offers its products and services to customers based on their individual
needs. Customer offerings include personal banking products (current and savings accounts, mortgages and personal
loans, credit cards, debit cards and local and international payment services) and wealth management services
(investment products, estate and financial planning services).

Commercial Banking

Commercia Banking business is segmented into Corporate and Business Banking to serve both Corporate and Mid-
Market companies, as well as small to medium-sized enterprises respectively. Client offerings include financing,
payment and cash management, international trade finance, treasury capital markets and advisory, commercial cards
and online banking channels.

Global Banking and Markets
Global Banking and Markets consists of two principal business lines; Global Banking and Global Markets.

Globa Banking is responsible for the overall management of relationships with major corporate and institutional
clients. This involves working closely with a variety of product specialists to deliver a comprehensive range of
services such as treasury and capital markets, transaction banking, strategic advisory and investment management
and the origination and ongoing management of the credit and lending product.
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Global Markets is responsible for the management of relationships with clients that include international and local
corporations, institutional investors, financial ingtitutions and other market participants. We specidize in foreign
exchange, credits and rates, structured derivatives and equities and debt capital markets.

Consumer Finance

Consumer Finance, through the bank’s wholly-owned subsidiary, HSBC Financial Corporation Limited, provided
consumer finance products and services, including real estate secured loans, persona loans, specialty insurance
products and credit cards, including private-label credit cards to retail merchants.

On 21 March 2012, HSBC Financial Corporation Limited announced the wind-down of the Consumer Finance
business in Canada and, except for existing commitments, ceased origination of loans. Details of restructuring
chargesincurred as aresult of this decision are disclosed in Note 13.

Other

Activities or transactions which do not relate directly to the business segments are reported in ‘Other’. The main
items reported under ‘Other’ include financia instruments classified as trading under the fair value option and
revenue and expense recoveries related to information technology activities performed on behaf of HSBC Group
companies.

Effective for the third quarter of 2012, income and expenses of a call center which exclusively services the global
Commercia Banking business, was reclassified from the ‘Other’ segment to the ‘Commercial Banking’ segment.
This was to conform with similar policies adopted by other HSBC Group entities, enables a more efficient allocation
and recovery of these costs and provides an accurate reflection of the bank’ s business operations. This has no impact
on the overall financial statements, but only impacts on the segment analysis. Comparative data has been reclassified
to conform with the current presentation. The effect is to increase both fee income and expenses for the current
quarter by $3m and $11m year-to- date. The impact for 2011 was to increase both quarterly income and expense by
$3m and year-to-date income and expense by $10m and $11m respectively.

Except as noted above the accounting policies of the segments are consistent with those followed in the preparation
of the consolidated financia statements as disclosed on pages 66 to 78 of the bank’s Annua Report and Accounts
for 2011.

Figuresin $m
Quarter ended Nine months ended
30 September 30 September 30 June 30 September 30 September
2012 2011 2012 2012 2011

Retail Banking and Wealth Management
Net interest iNCOME ......c.cccoevvervecinrreeereenes 85 100 92 282 301
Net e INCOME ... 42 62 44 128 198
Net trading iNCOMe..........cccvvceninnrrccee 3 6 3 9 16
Other operating iNCOME..........covereeceeurueeeenenens 3 2 3 8 6
Gain on sale of full service retail brokerage

business - - - 76 -
Net operating income before loan

impairment charges and other credit risk

PrOVISIONS....c.coiiiiiriiiiicre e 133 170 142 503 521
Loan impairment charges and other credit

FiSK ProVISIONS.......cooviiiieicrieceereee 7) () (@) (20) (13
Net operating iNCOME...........coceerrrirnieirecnnens 126 163 135 483 508
Total operating expenses (excluding

restructuring charges) ...........ceeeeecicernnne (112) (144) (128) (367) (427)
Restructuring charges ..., - - - 2 -
Profit before income tax expense...........cccc.n.... 14 19 7 114 81
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Figuresin $m
Quarter ended Nine months ended
30 September 30 September 30 June 30 September 30 September
2012 2011 2012 2012 2011
Commercial Banking
Net interest iNCOME .......covvveveereerreeeccrreseeeins 175 188 177 532 538
Net fEeINCOME ... 78 66 72 221 202
Net trading iNCOME..........coveureiennniniee, 9 7 8 25 19
Other operating incOMe/(EXPeNnSe)..........coceuee. 3 3 7 15 (5)
Net operating income before loan
impairment charges and other credit risk
PrOVISIONS.....coviiiiicicicieieree et 265 264 264 793 754
Loan impairment charges and other credit
risk provisions....... (36) (32 (26) (73) (55)
Net operating income 229 232 238 720 699
Total operating EXPenSES.........cccovverereereceenennn: (85) (98) (89) (270) (282)
Operating Profit.........ccceovvvvicieeeisniseees 144 134 149 450 417
Share of profit in assOCiaES.......cccvvrvveerereennn, 1 2 - 2 4
Profit before income tax expense..............c....... 145 136 149 452 421
Global Banking and Markets
Net interest iNCOME .....c.coveveeeeeererireeerereseeins 41 38 40 127 127
Net fEEINCOME .....eveeeieee e 25 23 19 63 56
Net trading iNCOME........ccuvvrereerereeereerreeerenns 28 29 28 78 73
Gains less losses from financial investments.... 3 17 28 48 37
Other operating iNCOME.........cccceeveerieerieninenen, - 2 1 2
Gain on sale of full service retail brokerage
DUSINESS ...t - - - 8 -
Net operating income.... 97 107 117 325 295
Total operating expenses.......... (27) (32 (33) (85) (88)
Profit before income tax expense.............c.c..... 70 75 84 240 207
Consumer Finance
Net interest iNCOME .......ocvveeereceeeeirerresrereeen, 64 69 72 209 208
Net fEINCOME .....cveiirreeee e 12 11 12 35 31
Gains less losses from financia investments.... - 3 - - 3
Other operating iNCOME...........ccoueueururrrenienen, 1 3 — 3 5
Net operating income before loan
impairment charges and other credit risk
PrOVISIONS.....coviiiicicerc s 77 86 84 247 247
Loan impairment charges and other credit
FISK PrOVISIONS.....cocuieiiieiereisinisieecsieieienns (28) (24 (26) (85) (75
Net operating iNnCome............cccoeernnnnirenicnee, 49 62 58 162 172
Total operating expenses (excluding
restructuring Charges) ........c.cocoeeeeeueeeunenenenen. (21) (412) (22) (81 (128)
Restructuring charges - - - (34) -
Profit before income tax expense............c.c..... 28 21 36 47 44
Other
Net interest eXpense.........cccocvvrviicccreisnen, (8) (4) 9) (23) (12)
Net trading iNCOME........cccoveermeieenerenreneee, 8 4 8 23 11
Net gain/(loss) from financial instruments
designated at fair value............cococovcurucecnnnns (8) 22 2 (24) 16
Other operating iNCOME..........ccoveuererrenereniennen, 8 4 10 23 27
Net operating income/(expense) ............cceuue. - 26 7 2 43
Total operating EXPeNSES.........cccvevererecreceenennn (11 (3 (4 (35 (25)
Profit/(loss) before income tax expense............ (11) 23 3 (36) 18
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Other information about the profit/ (loss) for the quarter

Figuresin $m
Global
Retail Banking Banking
and Wealth  Commercial and Consumer
Management Banking Markets Finance Other Total
Quarter ended 30 September 2012
Net operating income: 126 229 97 49 - 501
Externa ...... 170 217 65 49 - 501
Inter-segment (44) 12 32 - - -
Quarter ended 30 September 2011
Net operating income: 163 232 107 62 26 590
EXIENE oveooreeeeeeeeeeeeeessseeeseeessseeeens 186 198 115 62 29 590
INter-segment ........ooveeeecneennnrneees (23) 34 (8) - ?3) -
Quarter ended 30 June 2012
Net operating income: 135 238 117 58 7 555
EXEOIMEL oo 180 223 83 58 1 555
[ =0 111> o N (45) 15 34 - 4 -
Nine months ended 30 September 2012
Net operating income: 483 720 325 162 (€] 1,689
EXIENE oeeooreeeeeeeeeeeeeeesseeeseeesssneeens 604 681 243 162 @ 1,689
Inter-segment (121) 39 82 - - -
Nine months ended 30 September 2011
Net operating income: 508 699 295 172 43 1,717
568 642 282 172 53 1,717
(60) 57 13 - (20) -
Satement of financial position information
Retail
Banking and Global
Wealth Commercial  Banking and Consumer
M anagement Banking Markets Finance Other Total
At 30 September 2012
Loans and advances to customers (net) 24,995 16,484 4,400 2,056 (1,626) 46,309
Customers' liability under acceptances - 4,094 946 - - 5,040
Total @SSELS ..ot 25,415 20,431 38,462 2,198 (2,035) 84,471
CuStOmer aCCOUNLS ........ceuerrererereerenees 20,008 19,708 7,606 1 390 47,713
ACCEPLANCES ..o — 4,094 946 — - 5,040
Total liabilities ......cococoeveerneereerecrenes 23,272 24,215 31,116 1,776 (1,256) 79,123
At 30 September 2011
Loans and advances to customers (net) 24,510 14,600 3,513 2,386 (1,241) 43,768
Customers' liability under acceptances - 4,043 852 - - 4,895
Total 8SSELS ....voveeeeeceerriereeeee e 25,412 19,372 34,750 2,530 (1,363) 80,701
CuStOMEr 8CCOUNLS .....vuvvvercerrerreeeenes 25,270 17,390 2,874 1,242 (1,276) 45,500
ACCEPLANCES ..o - 4,043 852 — - 4,895
Total liabilities .......cocceverreerecrecenes 35,325 22,187 16,729 2,162 (865) 75,538
At 31 December 2011
Loans and advances to customers (net) 24,580 15,355 3,931 2,412 (1,921) 44,357
Customers' liability under acceptances - 3,298 761 - - 4,059
Total @SSELS ....vveeceeercieeree e 25,565 19,457 34,549 2,549 (2,052) 80,068
Customer accounts 25,210 18,935 2,505 1 37) 46,614
ACCEPLANCES ... — 3,298 761 - - 4,059
Total liabilities .....ccooveeveereriereereeees 28,270 23,173 22,807 2,159 (1,544) 74,865
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12 Related party transactions

The amounts detailed below include transactions between the bank and HSBC Holdings including fellow
subsidiaries of HSBC Holdings. The transactions below were made in the ordinary course of business and on
substantialy the same terms, including interest rates and security, as for comparable transactions with third party

counterparties.

Transactions between the bank and HSBC Holdings including fellow subsidiaries of HSBC Holdings

Quarter ended Nine months ended

30 September 30 September 30June 30 September 30 September
2012 2011 2012 2012 2011
$m $m $m $m $m

Income Statement
INLErest iNCOME ......c.evevreriririiecieeiee e 5 1 3 12
INtErest EXPENSE ....covvvvereeeeirereee s - 0] 2 )
FEEINCOME ...t 6 4 12 14
Fee expense.....ccocovveeeeennns Q) 0] 2 4)
Other operating income 7 12 33 39
General and administrative eXxpenses ................. (26) (249) (30) (79) (70)

Balances due to/from the bank and HSBC Group affiliates in Europe at 30 September 2012 are included in
“Exposures to Europe” within the Management’s Discussion and Analysis on page 20. Other balances have not
changed materially compared with those shown in the bank’s 2011 annual consolidated financial statements.

13 Restructuring charges

In March 2012, HSBC Finance Corporation Limited announced the wind-down of the Consumer Finance businessin
Canada and, except for existing commitments, ceased origination of loans. Accordingly restructuring costs were
incurred relating to employee severance, pension curtailment and changes in benefits plans, uneconomic contracts,
onerous leases and impairment of assets. In addition, certain restructuring costs were incurred relating to the sale of
the full service retail brokerage business on 1 January 2012. A gain of $84m, net of assets written off and directly
related costs was recorded in the first quarter of 2012. Of this gain, $76m and $8m was attributed to the Retail
Banking and Wealth Management and Global Banking and Markets businesses respectively, as disclosed in Note 11.

An analysis of the restructuring charges by expense typeis set out below:

Consumer Finance

Employee severance and related compensation and benefits charges, net

General and administrative expenses, including onerous |ease provisions

Impairment of property plant and equipment

Full serviceretail brokerage business

Employee severance and related compensation and benefits charges
General and administrative expenses, including onerous lease provisions

Impairment of property plant and equipment

Tota

39

Nine months ended

30 September
2012
$m

17
14

34

............................................................................................................ 3

Nine months ended

30 September
2012
$m

.................................................... 2

2
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14 Events after the reporting period
There have been no material events after the reporting period which would require disclosure or adjustment to the 30

September 2012 financia statements.
These consolidated financial statements were approved by the Audit and Risk Committee on 6 November 2012 and

authorized for issue.
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